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LESSON  XX. 

PnbUo  Finance— Part  n. 

I  landlord,  capkaHst  i  » "*      "  "^  ""^  ^^'"^^  «« 

™ere  fraction  of  iheotaTv"""'*''"'"  ''"*  « 
countries.  Furthermorp  th  '"'"'  "^  "•"«» 
derivpri  f,-r,^  ^'   "'"^   are   irenerallv 

State  for  CSJ^/Ztn^^'r'  '""•*°™-'  ^"""^ 
•«  usually  almost  as  great  as  thnr^  '■"'  "P?"diture  which 
countries  there  is  rs^roZllZ''"''''    'f''^^^''' '" '"O"! 
exacting  from  a  pubHc  ^rvice  n      "^u"^"'"'*  *>>«  St«te 
meet  the  cost  of  it     «  any  of  oTrn  Kr"  '"  *'"*'"•"'*  *» 
surplus    we  should  probably  aXt^  5  "  ^'7'""'  '"»d  « 
rates ;  then  the  State  would  cease  oh'   •'""  "  ^•'"^"nK  ot 
advantage  from  running  gueh^!,l-  *'«'"^«  any  net  money 
are  the  gross  receipt  Z  ?reas„rr'".^f-    ^?  matter  what 
are  equally  largo  expenditures  Vni  "♦"k  ''*"'"'*  '^  ^^ere 
revenue  is  usually  small_in  tJ,»  tt  °f  ^}V'^  economic 
6%  of  the  total  revenue.  ^'"**'^  Kingdom  only 

Bulk  of  Revenue  Ba<wd  By  Taxe« 

must\^e'TalL?brttiS!t^?%''r''  "^  '^^^  -enue 
tax»    Bastable  defines  it^^"<  A  „    °*  ^i""^-     What  is  a 
of  the  vealth  of  a  pe«on  or  b^dvT/"''"""^'  contribution 
vice  of  vhe  public  powers  "    Itt^.?*  ^^'"T  '°''  *•»«  «"■ 
cause  it  is  necessarily  naid  nnJn-  """'P^Jso'T. "  not  be- 
will  of  the  paver  i«l^/,n     ?n^'"»ngly,  but  because  the 
bution"  bScTinvTv  ^  TsacS'    li^i"  "  ""-^^ 
the  wealth  of  the  taxpayer     It Tl!  "' ^\^^'^1'*'*'°»  *«•»« 
powers.-  i.e.,  either  cenfraf  or  l^Li     *"*  '"''     *•»«  Public 
smallest  village  as,for7h^e™LT„S  frSSirf  *»- 
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Taxes  Direct  or  Indirect. 

Tiixcs  an-  tfcnt'i-nlly  cInHNificd  as  hciriK  i  ithcr  direct  or 
indirect.  A  direct  tax,  as  ordinnrily  defliied,  is  one  which 
in  levied  upon  the  person  who  is  expected  to  i)ear  the  i)ur- 
den  (if  it  himself;  an  indirect  tax  is  one  whose  burden  is 
inteiided  to  be  shifted  upon  someone  else  than  the  person 
who  actually  pays  it.  An  income  tax  is  generally  of  the 
former  class.  The  man  against  whom  it  is  charged  is  ex- 
pected to  pay  it  at  his  own  loss.  A  customs  duty  belongs 
to  the  latter  '  iss.  The  importer  pays  it  to  the  govern- 
ment ;  but  it  is  expected  that  he  will  charge  the  greater 
part  if  not  the  whole  of  it  to  the  i"<in  who  buys  the  article, 
80  that  the  tax  will  ultiir"toly  be  paid  by  the  consumer 
instead  of  the  importer. 

Taxes  Are  a  Burden  on  the  Taxpayer. 

/;i  we  have  already  seen,  taxation,  whether  direct  or 
indirect,  implies  a  deduction  of  wenlth  from  the  indivi- 
dual and  is  therefore  an  evil.  It  may  be  necessary  and 
advisable,  but  after  all  it  is  only  a  necessary  and  advis- 
able evil  to  avoid  greater  evils.  Thosi'  who  say  that  gov- 
ernment expeiiditure  is  in  itself  a  good  thing  because  it 
gives  employment  and  benefits  the  labourers,  forget  that 
if  the  money  expended  had  been  left  in  the  pockets  of  the 
taxpayers,  it  would  probably  have  given  employment  to 
even  more  labourers,  because  a  certain  amount  of  it  has 
gone  into  the  liands  of  the  Government  and  must  be  de- 
ducted for  expenses  of  collection,  which  in  most  coun- 
tries is  no  inconsiderable  item.  For  example,  in  the  fiscal 
year  1912  it  cost  us  about  $3,200,000  to  collect  a  tax 
revenue  of  $106,847,000.  It  is  one  of  the  most  generally 
recognized  maxims  of  finance  that  "Every  tax  ought  to 
be  so  contrived  as  to  take  out  and  keep  out  of  the  pockets 
•of  the  people  as  little  as  possible  over  and  above  what  it 
brings  into  the  public  treasury  of  the  State." 

The  cost  of  collection  should,  therefore,  be  as  small  as 
possible;  taxation  should  also  be  so  arranged  as  to  cause 
the  least  possible  obstruction  of  industry.     The   iatter 
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■i.a  may  [„.  illuNtrnfod  |,v  r..f., 
^    •»>..■>-  .Si,.,„i„h  ,„x  of  I,  A        "','"•'■  !"  "  N..v,.„„.,„„, 
•■v-ry  time  it  was  Kol.I.    If„„»fi,.,      '"■"■'',"'■  ""  '"•"'''« 

*1;20.     Suppose  that  th,.  artir  ,  *"  W  «  t"x  of 

whol,.8a!..r  at  say  *]5  00    +i  rf,  ''■  '"*""'  *'"'''  ''^  tho 

t«.lor  say  at  moo,  anotho  «x  S)^i  w,"'''  •',",'";  ''>•  »'"•  '•<- 
«  total  tax  of  *4.7()  or  ..."a,  iJ  4n  L  *     "*  """'''  '""  '•■vi.'.l- 

very  disastrous  ofToct  on  I.  '"^^  "  '"-^  """''I  hav,.  a 
hutod  i„  a  consider,  ,irdr^to"tl,'*  ''""''*'•"*'*  «'"'t'-i- 
^pa.n.  If  „.o  laid  a  hear  ,h  -  „  t  v'"""T  ''""'  "* 
which  comos  in  to  su,.p^/o      I  ,^,.1    .'  '■''"''•'■'^■'''"''  coal 

-  should  be  doing  s,„!:.:.h^::;  of  tK^r'iiLd:''  ''''"■• 


Who  Should  Pay  Ta;:es? 


«ider-a  questio^^hifh^'ven'V??  "'"  ^'^■'■  '"  -»■ 
"jchvidualists  say  that  taxat  on  i.  th  "  •'**''•  ^^''^'^<"<> 
v'c-  and  that  each  c,t,"™  houid  n'  ^' '""'  "^  ''^'""^  '«•'- 
bcnolit  which  he  receives  Pot  '^"''  «"«<"•''"•>?  t<.  the 
receive  as  much  berefit  as^mlh""'  ?'  *'"'  ''"'"  "'«" 
State  as  the  rich  m.„?  Apparenth.^fT'"'V""'  ^'^"^  the 
as  much  for  it,  just  as  th«T^  •','  *^''"'  ''e  shot  Id  n..v 

pay  the  same  'oTaXorFor  Butt'f  "'  f  ."'"■"  •--  o 
«>ble  If  we  divided  up  thToomt  rn  r  "  *^'" '  '"  ""P'«- 
eqmilly,  each  f,miU-  wo,  rl%.n  ^"'"'■"'"'''nt's  taxes 

\ouId  be  perhaps  rioToVth":. "''''"'  f""-^''"---  Th -s 
whole  income,  while  it  would  be  .  T'""^'^''  labourer's 
aire.  Clearly,  then,  this  theo,-v  •  V^'*^'  ^'  «  """ion- 
and  extremei;  unjuLt  '''   ''  Poi't'cilly  impossible 


Pronortional  Taxation. 


—  ~vi«u  xaxauon. 

ation  as  a  maxim  of  politics  r^r^^unlir^^:^,^^: 
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That  i«,  accordinff  to  Mill's  interpretation  of  this  theory, 
a  man  should  pay  taxes  in  proportion  to  his  aununl  in- 
come. For  example,  the  net  revenue  of  the  Dominion  is 
about  5'/,  of  the  annual  income  of  its  people.  Each  citizen 
would,  under  Mill's  system,  pay  5",  of  his  income  into  the 
National  Treasury.  Thus,  a  man  with  an  income  of  $500 
a  year  would  pay  $25  in  taxes,  while  a  man  with  $50,000 
a  year  would  pay  $2,500  in  taxes.  It  is  assumed  that  the 
loss  ot  $25  means  approximately  the  same  sacrifice  to  the 
man  with  $500  as  the  $2,500  means  to  the  man  with  $50,- 
000.  But  this  is  quite  a  mistaken  idea.  To  the  man  with 
a  family  and  an  income  of  $500  a  year,  the  loss  of  $25  may 
mean  the  doing  without  necessary  food  or  education.  To 
the  man  with  $50,000  a  year,  the  loss  of  $2,500  may  mean 
doing  without  a  steam  yacht. 

In  most  countries,  therefore,  it  has  been  decided  to 
exempt  from  taxation  an  income  which  is  barely  sufficient 
to  afford  subsistence.  In  Britain,  for  instance,  incomes 
under  $800  are  exempt  from  income  tax,  though  such  in- 
comes bear  some  indirect  taxation  on  liquors,  tobacco,  tea, 
coffee,  etc.  In  Prussia  a  poorer  country,  incomes  under 
$225  are  exempt  from  income  tax.  Among  ourselves,  also, 
incomes  of  less  than  certain  specified  amounts  are  cxe  pt 
from  the  municipal  income  tax.  The  exemption  =s  hi^,hcr 
($1,000  in  Toronto  as  against  $600)  for  married  men  than 
for  single,  on  the  assumption  that  it  necessarily  costs  the 
married  man  more  to  live.  It  seems,  then,  to  be  prac- 
tically universally  accepted  that  it  is  a  mistake  to  impose 
taxation  which  cuts  into  the  necessary  income  required  by 
the  citizen  to  live  on  a  decent  scale  and  to  bring  up  his 
family.  By  reducing  the  industrial  efficiency  of  such  a 
citizen  and  his  children,  the  State  loses  more  than  it  can 
gain  by  taxing  hin.. 

Progressive  Taxation. 

A  much  more  doubtful  theory  is  thaf  of  progressive 
taxation,  which  is  supported  on  the  ground  that  equality 
of  sacrifice  is  not  attained  by  prtportional  taxation,  but 
that  the  richer  a  man  is,  the  less  he  will  feel  the  deduc- 
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m  order  that  he  may  undorRo  an  equal  nacrificp  with  the 

HVHteT'  ^'^."l"'^'^''  t«»ntion.  therefore,  include.,  any 
HyHtom  ,n  which  the  rate  of  taxation  hecomes  higher  "r 
proRreswH  as  u>como  increases.  It  is  claimed  for  in- 
Htance,  that  even  20-/.  would  not  be  too  n.  h"  for  the 
nation  to  take  from  a  man  with  an  income  of  mm  I 
ypar.  He  would  pay  $10,000  in  taxes  instead  o^'So 
and  various  poorer  families  would  be  relieved  $7  500 
which  they  now  have  to  pay.  the  lo«  ,f  which  costs  t'hm 
much  more  sacrifice  than  it  would  cost  the  millionaire 

United  Statei  Lioome  Tax  Proffrewivc. 

son^lafthnrtwri  *""''  k  •  ^'\'«'^''»'  »<"vas.  an,'  Nichol- 
sfve'  ftl  ♦•  T  '*  ",°  »*'J<'«t'™  to  moderatch  iroifres- 
sive  taxation.     A  good  example  of  such  taxat    ..  is  the 

law  in  iqrTJw  tf-*'':  F""*"'  «*"*'"'•  -^ich  Wcanie 
*4V^ii  ■•  ^  '"  *^"'  ^*'*'  '"«'•""'  P*"^"""  with  over 
W.000  and  .ingle  persons  wif.:  over  $3,000  a  year  are  sub 
ject  to  tax  on  so  much  of  their  income  as  e^xceedsthese 
amounts  The  measure  is  complicated,  but  two  or  three 
specific  instances  will  serve  as  illustrations- 

of  htZoS  ""*"  ""''^  "^'"'"^  "  ^'""-  P^^"  ^«"  <"•  3/5% 

24/0^1:^0™?  ""'  ^'""'"^  "  ^•""-  P«--  *2.510  or 

4%^of"hrincomr  "'''  ^''"''^  '  ''"''  P^^"  ^'^'^'^  - 

6%  VSomr  ""'  ^'•'^■"°"  ^  •^''""  P''^^  *««'"!«  °' 
In  these  democratic  days,  this  principle  is  becoming 
ncreasingly  popular,  but  it  is  entireh  arbitrarv  and 
therefore  very  dangerous.  There  can  be^no  fixed  Hmit  to 
progressive  taxation  if  the  principle  is  once  adS^ 
There  is  no  assignable  reason  why  a  man  worth  $100  WO  a 
year  might  not  be  taxed  99%  of  his  income.  The  aZis 
sion  of  the  prmciplc  leaves  the  way  open  for  such  taxadon 
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of  the  rich  as  would  amount  to  confiscation.  Such  a  tax 
would  often  be  impossible  of  collection  on  account  of  the 
difficulty  of  knowing  what  a  wealthy  person's  income 
really  is.  K  would  also  discourage  the  accumulation  of 
wealth  and  thus  injure  the  State  as  a  whole. 

Progressive  taxation,  unless  collected  at  ruinous  rates, 
would  not  bring  enormous  sums  into  the  treasury,  because 
very  large  incomes  in  any  country  are  comparatively  few 
and  do  not  constitute  a  very  large  proportion  of  the  total 
national  income. 

Earned  and  Unearned  Incomes. 

Another  important  question  which  was  much  discussed 
in  England  some  years  ago  is  "Shall  a  man  who  earns 
$1,500  a  year  by  his  personal  labour  be  taxed  at  the  same 
rate  as  a  man  who  receives  that  amount  as  an  income  from 
property — unearned  income?"  The  English  for  a  long 
time  answered  this  question  in  the  affirmative,  though 
John  Stuart  Mill  as  early  as  1852  expressed  himself  as 
coiLvinced  of  the  injustice  of  taxing,  equally  heavily,  earn- 
ed and  unearned  incomes.  The  man  who  is  living  on  his 
earnings.  Mill  claimed,  has  to  save  money  or  insure  his  life 
to  provide  for  his  wife  and  family  or  for  his  own  old  age. 
The  man  v/ho  gets  his  $1,500  a  year  from  property  may 
spend  his  whole  income,  in  the  knowledge  that  his  pro- 
perty will  provide  for  his  wife  and  children  after  he  is 
dead.  This  plea  led  Parliameni  to  remit  the  tax  on  all 
moneys  paid  as  life  insurance  i>remiums  up  to  1/6  of  a 
man's  income— $250  out  of  a  $1,,>00  income.  This  system 
lasted  for  over  fifty  years ;  in  1907  it  was  succeeded  "by  an 
arrangement  more  favourable  to  the  earned  income. 
Where  the  total  earned  income  is  not  over  $10,000,  it  is 
taxed  at  only  3/4  the  rate  of  unearned  income — a  measure 
whose  justice  is  undeniable,  inasmuch  as  the  average  man 
who  is  entirely  dependent  on  what  he  earns,  will  need  to 
save  at  least  a  quarter  of  it  for  old  age  or  for  his  family. 
Conclusion  Beg^arding  System  of  Taxation. 

On  the  whole,  then,  economists  have  come  to  the  con- 
clusion, that  proportional  or  slightly  progressive  taxation, 
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nrr;  t!?;,XHr  r^^^  *^«'^"-" 

of  taxation         *  P"neiplo  applies  to  the  sum  total 

Division  of  Taxes  Between  Central  and  Local 
Qovemments. 

t^<^''z:S'jLit:\i:T/  ''^t  ■"^^ "-  -  »>-« 

divided  between  central  and  W„r  "'  *"^^''''"  ^^""'^  be 
federal  and  provinciaUnd  heZ  «°^*'™."'^/'t«-between 
cipal  governmcn  s  In  "  n  f  r'"lP''°^'"''*°l  ""d  muni- 
practice,  ind.Vect  taxation^  jf"*'""?;  ^'  »  ™«""  «* 
t-nal  or' federal  aSSLltt'n^tn'tr*''^  *°  *'"'  "''- 
Btate)  and  municipal  goveLmen^  *"  ''^  P'"^'"''''*!  (- 

aeSrm^S3?"=^i^= 
for  ProJ.,^^TLt::S:^^l\^^^^^^^  -^  --nue 

What  Particular  Taxes  Are  to  Be  Levied' 

shol'lJ:ra"rfrot'whfm''".^'"?i^,'-^  ''"^  "-h  -« 
question  ?vvhat  isTo  be  nnr 7  '*'"",''^  '"^^  '*■  '^^0  next 
What  taxe's  are  we  to  u«e?  ^ZT'  '^''*""  "^  *''^^«°"? 
taxes  or  many  taxes?    TWfi    One  income  tax?     A  few 

too  apt  to^^ou^what^tf  Teen  cTlleT^'^th''^''"''^  ^"^ 
impatience  of  taxation."  Ho^^v" r  U t  n  ^  ^^^•""""^ 
use  in  part,  and  it  usually  costrilttVe  tV^  u  ^.''^J'^^  *" 

•See  British  North  Ar^^FI^Aet,  Section,  gfl^Tii! " 
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to  consume.  If  a  citizen  pays  taxes  by  consuming  these 
articles,  he  has  only  himself  to  blame.  Indirect  taxes  are 
disguised  and  do  not  •  irritate  the  contributor ;  they  are 
productive  and  in  times  of  prosperity  the  amount  raised 
increases  rapidly,  and  thus  provides  for  the  increased 
needs  of  the  State.  On  the  other  hand,  the  rule  of  equality 
of  taxation  is  frequently  violated.  The  rich  man  in  Eng- 
land who  does  not  drink  or  smoke  pays  very  little  in  in- 
direct taxes.  Indirect  taxes  may  possibly  give  stationary 
or  even  diminished  receipts  in  hard  times.  Reliance  on  in- 
direct taxation  alone  will  sooner  or  later  cause  financial 
embarrassment.* 

For  example,  take  the  United  States  or  Canada.  In 
good  years  we  have  huge  surpluses,  which  lead  us  to  spend 
recklessly,  as  in  the  case  of  the  enormous  American  ex- 
penditure for  pensions.  In  bad  years  we  have  large 
deficits.  If  we  raised  half  our  revenue  as  the  United 
Kingdom  does  by  direct  taxation,  we  could  put  another 
cent  on  the  income  tax  in  bad  times  and  take  it  off  in 
good  times. 

Hence  the  principle  of  levying  about  equal  direct  and 
indirect  taxation,  which  has  been  adopted  in  the  United 
Kingdom,  is  on  the  whole  more  scientific  and  economical 
than  our  own  system  of  duties.  We  must  remember,  how- 
ever, that  our  tariff  and  the  American  tariff,  unlike  the 
simple  English  tariff,  were  not  adopted  for  purely  finan- 
cial but  rather  for  protective  purposes.  They  served  a 
special  function  for  new  countries. 

•The  question  of  indirect  taxation  is  extremely  complicated. 
Such  taxation  is,  when  protective,  I'kely  to  be  either  consciously 
or  unconsciously  unjust,  and  the  government  levying  it  is  usually 
open  to  the  accusation  of  legislating  in  favour  of  a  special  class 
or  a  certain  locality.  The  Southern  States,  for  instance,  used  to 
claim  that  the  protective  tariff  of  the  United  States  worked  to 
benefit  the  Northern  manufacturing  States,  and  to  impoverish 
the  Southern  agricultural  communities.  Our  own  Western  prov- 
inces are  at  the  present  time  raising  the  very  same  cry  against 
the  East.  No  doubt,  manufactures  will  eventually  develop  there 
as  they  h  ive  developed  in  the  Southern  States,  and  then  the  cry 
irill  cease. 
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Conditions  of  a  Good  Tax. 

^^^^Equality-in  proportion  to  the  individual's  ability  to 
ou|r?:'^^^^St?^r. '""""-  °^  ^"^-- 
poss^w""'"^-'"'^*^  "*  -"-"-  -should  t^  ^s  .mall  as 

tio,?^':;:Srtr^^:rbSi„r"n^''"^  ^^-  -^j'- 

Adam  Smith's  tinrthe;-toJ.n?t-T*''"  "'  ''"«"<"'  «' 
English  system  of  taxation  in  thnf  "°*  *™'''™^-  The 
taking  far  too  much  from  tho„  "  ^''•''■''  '''■''^  ^'"^  bad, 
system  was  execrable  and  nlnvnr"  '^""'T-  ^he  French 
in.  about  the  greaTF^SSotoion"""  ^''•'  '^  '^""^■ 

ioo£d'aTX  'z?io!f;ij;f;;„j-i:eT'  ^''"".  «-'*'' 

of  view,  as  was  natural  tn^^  .?.™.]ho  taxpayer's  point 

quite  p'ossible   to    magil:   a     Sem  'of  f "  T^'    ''  '« 
should  conform  to  all  W  «       *>^tem   of  taxation  which 

quate  to  the  service  of  the  SUt"e  'If"  '"  ^""-^  '"^^e- 
fore  have  added  two  other  ca./ons  to  hTs  fo'ifr'"'  *'';'"" 
tmty  and  elasticity.  Productivitv  h2  T=  P""*"^""- 
should  be  imposed"  which  dops^nt  ,  ?  "'  ^''^^  ""  ^^^ 
amount  into  the  pubHc  ttasurv  eLr  "l^  a  substantial 
tem  should  be  so  flexihlp  tW  ■/  "^  ?f *^"tJ''  that  the  sys- 
vide  for  the  needs  Xe  cotty  i^'i  ';,?''^-^'"''  *°  P-- 
pense  with  unnecessary  taxes  nV.osperitv"'?hl"^  *°  ^'" 

Scortii*''''  ""^"^'^  *-  ^ArmTiheEi^;:, 

Tn  r      ..    ^°  Flexible  Tax  in  Canada. 
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raised  by  customs  and  excise  duties  in  a  given  year  is 
determined,  not  by  the  necessities  of  the  Government,  but 
by  the  state  of  trade-  If  trade  is  poor  the  return  from 
these  taxes  declines,  although  the  expenses  of  govern- 
ment may  have  increased.  Our  revenue  is  thus  at  times 
much  less  than  our  expenditure,  while  at  other  times  it 
may  be  in  excess.  Of  course,  the  tariff  may  be  raised  or 
lowered,  but  this  is  rarel>  done  on  fiscal  grounds  alone, 
and,  even  if  done,  may  not  produce  the  desired  result. 

Succession  Duties. 
In  our  Prcvinces,  one  of  the  principal  sources  of  in- 
come is  the  succession  duties,  which  were  adopted  as  a 
revenue-raising  device  some  years  ago.  It  is  claimed  that 
they  put  an  unjustly  heavy  burden  upon  the  w^ealthy  and 
that  by  reason  of  a  series  of  deaths  they  may  be  levied 
upon  one  property  fowr  or  five  times  in  a  generation, 
while  they  are  levied  only  once  on  another  similar  pro- 
perty. However,  as  we  have  no  income  tax,  other  than 
the  municipal  income  tax,  succession  duties  tend  to  pre- 
vent our  system  of  indirect  taxation  from  unduly  favour- 
ing the  rich,  and  they  have  the  great  advantage  of  taking 
taxes  from  no  one  in  particular.  The  heirs  to  an  estate, 
who  are  receiving  a  large  amount,  are  not  very  likely  to 
grumble  at  paying  a  small  percentage  into  the  treasury. 
They  must  remember  that  it  is  the  State  whichguarantees 
their  succession,  and  that  the  State  may  reasonably  charge 
a  fee  for  so  doing.  There  have,  of  course,  been  many 
more  or  less  successful  attempts  to  evade  the  death  duties 
by  conveying  property  to  one's  heirs  in  one's  lifetime. 
These,  however,  are  likely  to  become  less  frequent  as  the 
principle  of  succession  duties  becomes  more  generally  ac- 
cepted among  us,  and  the  loopholes  in  the  law  are  gradu- 
ally stopped  up  by  amendments. 

Municipal  Taxes. 

The  kind  of  taxation  which  weighs  most  heavily  upon 
the  average  Canadian  and  which  also  secures  to  him  the 
greatest  benefits  is  municipal  taxation.    This  is  usually 
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The  Eeal  Property  Tax 

the  DonUnion  is  the  tr^n-  -"'"  ''*''''""'■  *'"'''"'<^""* 
etc.  In  some  Weston  dtiesmnr  '■''*''*''-'«"<l.  houses, 
at  all  or  at  a  lower  raeth.n  ,""P"'^T""'"^''  ''"■^'  t"^'><l  ""t 
Columbia,  unZ  the  Muni^  i  rr,'-'''"'''-  '^''"'' '"  B^t'^h 
prove.„e„ts  nay  not  h" "  ^  V'""""'"  ^"^  "^  1906,  im- 
their  actual  value     Thovmavr'  f  "''"■•'  *''«"  ^"'^    «* 

ation  alto,ether,i„  Va^  o  ,  .rs2:  1910  tn  "■°"'*''^- 
have  been  exempted  from  11 J  t-  i,  '  ""Pravements 
Edmonton  has  no  ,xod  I,  r"*'""'  '^^  t""  '"  Alberta, 
and  Calgarv  clcWed  ,n  IQlTr'''",'''"*'' /"*  '"'"  «*"«''  ^904 
buildin/s  to  25?:?  the  r  ct  u-^1X*'Vr"'T"*  "'] 
exemption  of  imDrovomo.><«j;„  ,  '     ^"'^  system  of 

durin,  a  period^r^re™  Jrot^h^'i^r''  '"''"■"'"'  ""°"*^^' 
it  will  be  possible  for  ?he  Western  nff'^''?^""'*-''  "*'''*'"''■ 
period  of  depression  and  Ih  ,  Wn '",and\^r  '•"'"T''  '^ 
reverting  to  the  taxation  nV;^  ^  ^'''"''■'*  without 
doubt.  taxation   of  nnprovements,   is  still   in 

sucll^xXtion'o?in^'7  ^"^*"'^  P™^-'""-  there  is  no 

in  the  Onta^HrLe/islXr^a'^nit't'"'^'?  *"-  ^•"^  "'^ 
as  in  favour  of  allowi  L  .    ^  PUt  themselves  on  record 

whether  they  wirexeZfinr'^'''*'''  '"  '^''^'^''  "«  to 
tion  in  taxation  In  a  1  thrp  "?'"'"*'  "'■  "ot-'-cal  op- 
Perty  is  understood  tn  In  „  f^asjern  provinces,  real  pro- 
The -total  v^Iue  of  propert'ln'tt'*'  '"'r'  "''''  -'-• 
town  or  city,  is  thus  aTri^d  at  andT  h '""""'P'"'*-^' 
quired  for  the  current  expenses  of  tt-f  m-  """'""*  '■'^- 
approxiraately  known  it  k  nnLfKi  V       ^"'''"^  ""^'ic"^  's 

mills  on  the  dollar^'^'as^LT^t  ^  ^ wiir^l'"^^ 
quired  sum.     Taxation  in  molt  r        ,•        "  '^'^<'  the  re- 
about  twenty  millf ortwo    ents  on"tt  d"  ,f '''^--a^eB 
property.  ^^  ""  the  dollar  of  assessed 
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If  we  consider  the  real  estate  tax  from  the  point  of 
view  of  our  canons  of  taxation,  wo  shall  see  that  it  has 
the  merit  of  elasticity,  since  the  rate  can  be  varied  to 
meet  the  varying  requirements  of  the  municipal  revenue ; 
it  is  fairly  conomical  in  cost  of  collection  and  reasonably 
certain  and  convenient  in  the  manner  of  collection.  In 
agricultural  districts,  villages  and  small  towns  it  may  be 
fairly  equal — that  is,  the  amount  that  a  person  pays  may 
be  approximately  proportionate  to  his  income,  since  in 
such  localities  almost  the  entire  income  of  the  people  is 
derived  from  their  real  estate  and  is  usually  proportion- 
ate to  the  amount  of  real  estate  which  they  hold. 

Defects  of  the  Real  Property  Tax. 

The  tax  on  real  estate  alone,  however,  ceases  to  have 
the  advantage  of  equality  when  it  is  applied  to  a  modern 
city  where  a  large  part  of  the  income  of  the  citizens  comes 
from  stocks  i.nd  bonds  about  which  the  municipal  assessor 
knows  nothing  whatever.  The  incomes  of  citizens,  not 
being  necessarily  drawn  from  houses  and  lands,  may  be 
very  disproportionate  to  their  assessment,  and  the  amount 
of  taxes  which  they  pay  will,  therefore,  not  be  in  propor- 
tion to  their  incomes.  For  it  must  be  understood  that  even 
the  property  tax  is  in  the  long  run  levied  upon  income. 
Indeed,  this  is  the  case  with  all  taxes,  with  the  possible 
exception  of  the  succession  duties,  which  cause  a  dimiiv  - 
tion  in  accumulated  possessions  rather  than  in  income. 

The  real  property  tax  is  also  unequal  in  levying  a 
lower  jjcrcentage  upon  the  rich  man  than  upon  the  poor. 
This  is  because  the  assessment  is  based  on  the  selling 
value  rather  than  on  the  cost  of  a  property.  While  a 
poor  man's  house  is  easily  saleable  and  has  no  expensive 
idiosyncrasies  about  it,  a  rich  man's  house  is  often  built 
in  such  a  way  that  no  one  could  be  found  to  buy  it  at 
anything  like  its  cost.  This  leads  to  an  assessment  far 
below  the  co.st,  although  the  cost  itself  probably  does  not 
bear  a  higher  proportion  to  the  rich  man's  income  than  the 
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Municipal  Income  Tax 

on  the  d.llar  of  ineomo  w?tV  „  *'"'  -"^  *"  "'""y  """» 

con.es.  This  tax  "s  Wi  J  !f  T  "*''•"?"»"  "'  «maIlor  i„. 
roal  estato/and  thui  usuallv  „  '"T  '""*''  "■"  *^''  *«^  "^ 
two  per  cent,  of  income  „£  the"""*'  *°  «'""''thin«  like 
ducted.     In   Toronto  the  ev  ^'"^/^'"T'Pt'on  h"s  boon  de- 

«in«le  men.  ^l.OOotr  tr  fodT'  and^^TsJo  T  '^ 
paying  householders.  '  ^^'^"''  *•"■  '""te- 

a»fe  man^^nrlot  be  t^rusted  to  nf' t  ^'^  ^^^^  *''«*  *»''>  "^•'r- 
of  his  income  ;„d  St. %":SC„\-;f''««'-«^ 
area  as  a  municinalitv  hn^  «;''«^'^"'n™t  of  so  small  an 

what  the  BritishTove^„;;^t7„,rZ  thf  ""*  '"  ^° 
at  the  source  of  the  income  Tht  ^  ^^o  income  tax 
man  owns  a  stock  or  hnn  i  •  ^"',  ""'"""  ^^""^  when  a 
when  paying  him  hk  iL'"  ^."'''?"'''  *^«  corporation 
percentage  of  hi"i„co„rdl  in'-''''  '"*'''""^*'  '^"'l""*"  th" 
the  Oove^nmen  8o™oo  an  "--T'"'  ''^  "^^  P"^'''  '*  *" 
over  the  exempted  amlZ't    ?  ""P'^y^"-  Pa.vmg  a  salary 

the  salary  and  pa^s  it  to  th^  ^"  '"'"""  ^"^  *''°'" 

of  the  British  incon^ltx  ean  rhuTr*'  J^^^ ''"-ters 
possibility  of  evasion     The?  I  ■     be  collected  without 

tions.  But  no  mr-,,j;eipaHtv\r "'■'*'■''  ""  ''"'^'''■ 
force  corporations  to  do  thfs  «1  '"••\P"r'-  ''"''"sb  to 
likely  to  occur  in  C^nad:  Sa  1°  ^Z,"^  '""^''  ""''•' 
flnd^U7hr  ScK7o„TS-;?-''---'«'Pa'it-V  to 

individual  fron7l:ks  LI  bond.°  rr*"  t"^'"''  ">•  «" 
mcome  tax,  while  quite  fair  in  JheorvdV'''  T"'"P«1 
enmmate  against  the  man  whrist^^i^'in^TCfslt 
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and  it  is,  theroforo,  far  from  being  a  perfect  tax.  Con- 
ceivably it  might  be  collected  at  the  source  by  Federal  or 
Provincial  Governments  and  turned  over  to  the  municf- 
palities.  But  there  would  be  great  difficulties  in  arrang- 
ing for  the  fair  distribution  of  such  revenue.  The  central 
government  might  well  appropriate  the  tax  and  in  return 
take  over  certain  work  now  done  by  municipalities.* 

Public  Debts. 

Under  normal  conditions,  as  we  have  already  stated, 
our  ordinary  budget  ought  to  show  neither  a  surplus  nor 
a  deficit.  A  surplus  shows  that  more  is  being  taker>  out 
of  the  people's  pockets  than  is  required  for  the  public  ser- 
vice ;  a  deficit,  that  too  little  is  being  received  by  the  State 
to  meet  its  necessary  expenses.  But  as  there  arc  always 
some  supplementary  arid  unforeseen  expenditures,  it  is 
usually  the  custom  to  prepare  the  estimates  and  impose  or 
remit  taxation  so  as  to  secure  a  moderate  su'    -as. 

The  War  Reserve. 

In  war  time,  however,  we  have  notice  '  that  it  becomes 
quite  impossible  to  meet  the  State's  expenses  by  taxation 
within  the  year.  Therefore,  the  State  must  either  have 
monej  saved  up  for  war  purposes,  or  it  must  be  able  to 
borrow  easily  the  money  it  needs.  Russia  and  Germany 
have  adopted  the  system  of  hoarding  up  treasure  for  an 
emergency;  the  latter  country  has  $160,000,000  imme- 
diately available  in  bullion. 

Qovermnent  Loans. 

Such  a  method  of  procedure,  however,  indicates  that 
the  country's  credit  is  poor,  nnd  is  moreover  economically 
wasteful,  as  the  country  loses  the  interest  which  this 
money  might  earn  if  invested.     Other  civilized  nations 

•There  are,  of  course,  many  other  taxes  of  various  kinds — too 
many  to  be  dealt  with  here.  I  have  endeavoured  to  deal  with 
only  the  most  important  taxos,  which  are  the  centres  of  present- 
day  controversy. 
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those  Statorthat'hrc  olit'houi:;'';'  '""'"7""*  *"  "" 
that  thev  mav  bp  ah  ntn,.!  "''  '""  '""''^'  '"  ""••If'- 

tV;ii,,Ta;?;tar5;tuT^^;:'^  '"'*'• "''''  ''*•  ^'"^'■ 

aftor,  and  may  «d  brcrusW  1  In  T"''  '''"•■-  "'""•■>■  ^'»■■•'- 
of  its  inability  to  raise  fumls  rV  ""T^  ""  '"'''»»"' 
all  civilized  jrovernme,tts  a  iKio.Jt  b"""'','*""*'''"  '""'^''« 
creditors,  although  of  co„r«otr  "■'"'''P  ^"'''^  ""h  their 
compel  ti.em  to  do'so  '  '^"'  ''  "°  '"'''''  "^'oh  can 

The  British  National  Debt  Due  to  Wars 

Th/".rlSo~?ruL'h  t^  are  prin.arily  due  to  wars. 

was  ^78,000,000  and  th  Seven  Ye.'l"""w''P''''''  '"  ^^*«  '* 
£136,000,000.     Ano  her  nmnLlZ  ^■'""  '""'-fas*  d  -t  to 

AuK.rican  Revotutfonrrv  S  'tS  theV"'''*".^  t^  ^''^ 
The  Crimean  \^lfjZ  SS.O^'o  "tTlS  tV"  f  ,'; 
to  iJT0,000.000,l'^educ7i'to^6"  5  Koo  !  V^I^  ''''  ''''^ 

^^,m^^LlS^  i^r  \  .^'^"  -'<J-b<,u. 

$250,000,000.  The  FranL  PnZr"'  "''"''''  "•""■««  °* 
000,000,000  to  this  amoimt  ; ^T  ''"'■  """fi^uted  $2,- 
erected  by  the  fCch  on  Ih.H^  the  immense  fortification's 
«t  least  $f.000,00SSmore        """'"^  *"■""*'"  '"'^''  ""«* 

the'cte-'oTrSiv'^^Vaf  itTlt^^^  •^2-765,000,000  at 
000,000.    In  1911  (JL^i    l^       '"  ^??^  reduced  to  .f937.- 

Can'al  it  had"ncl7sK$t34T(J^SS^         ^''^  ^-"-^ 
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D«bti  of  Mew  Oonntriei  Dne  to  Development. 

Our  newer  countriqs,  however,  have  contracted  con- 
8idiial)le  debts,  not  for  wars,  but  for  the  building  of  rail- 
ways, canals,  and  for  the  improvement  of  transportation 
generally.  Of  our  net  national  debt,  which  was  $340,000,- 
000  in  1912,  $205,000,000  had  been  spent  on  our  system  of 
transportation — for  Government  canals  and  railways,  be- 
sides !(il54,000,000  for  Government  aid  to  private  railways. 
Thus  our  total  net  debt  is  less  than  the  amount  which  the 
public  has  expended  on  the  improvement  of  our  transpor- 
tation system. 

Of  Australia  almost  as  much  may  be  said.  Of  its  total 
debt  jf  $1,360,000,000,  govern iiient  owned  railways  alone 
account  for  $730,000,000.  The  Indian  debt  of  $825,000,- 
000  is  also  very  largely  a  debt  inci,  Ted  for  railways,  reser- 
voirs, and  such  other  renjunerativ  t  investments. '  In  fact, 
in  a  young  nation,  where  the  people  are  poor,  it  is  only 
the  G-overnment  that  can  borrow  the  enormous  sums 
needed  for  developing  the  country. 

English  Method  nf  Paying  Off  Debt. 

A  State  should  generally  aim  at  paying  off  its  pufclio 
debt  in  ordinary  times.  The  English  method  of  doing  this, 
which  is  probably  the  best,  is  by  setting  apart  an  annual 
sum  of  at  present  £24,500,000  for  the  debt  service.  About 
•<;1".000,000  of  this  amount  goes  for  interest  and  the  other 
£7,500,000  is  expended  in  buying  up  and  retiring  Govern- 
ment bonds.  As  the  debt  is  reduced  the  amount  necessary 
to  meet  the  interest  decreases,  and  that  which  can  be  used 
for  paying  off  principal  increases. 

Conversion  of  Debt. 

Another  mode  of  lightening  the  pressure  of  debt  upon 
a  country  is  called  "converting"  the  debt.  Suppose,  for 
instance  that  Canada  had  borrowed  $50,000,000  in  Lon- 
don thirty  years  ago  when  the  average  rate  of  interest 
was,  say  5fr,  we  would  have  had  to  pay  $2,500,000  an- 
nually  in  interest.     Then  suppose  that   siioney   became 
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WhTtJ"  ""•"  '^""5'""  '""'•'^'•«'  "■"•  v"«  "orth  only  4" 

which  would  bo  of  the  g  rJ  St  nattri  i"  ""''  '''"'"**"' 

conta  II  a  irunrantnn  tJ,  ,♦  ..  .>Pnn.v   all  loniis  now 

for  a  corta?™rn.'of ;rarr^""'""  ""'  *"■  "^^'^'''P^^^ 
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subjoct  finVnuthoriu  „n  1"  T  ^"  ^^'^tmont  of  the 
tiat<.dthostucb.nth.t„ti.r.  ''"'*  ^'"  I"'"*'"'*^  *»  »'"^-<'  "»- 
many  of  .t cra'^s^t  1  'a'S^r/H "'  '""l  '"'""""-' 

particular  aspect  of  it  '''  '"'  '""''''  "^"■"  *"  «»"'« 

sbnS  t^  dil^^sJzs  !!y  ;/"•;  -"r"  •''"•'"""*'- « 

tho  subject,  illustrateTfro  ,  f  T  '"'"'""^  fl"«trines  of 
upon  Caua  lian  conli  ion!  ^""'yJ'«"/«"''cos  and  based 
national  .W  Hhe  £t  .aot~^""'""  ''^**•^''°"«'•'^t<^  '-""l 
the  best  resultrpart    ulL-1     in"'thr'"''  ''J'\'  ""'  '''^•' 

through  thrcoiC^se  will  L?     *""'•!'"*?  "'"'  ''''•^•'"  ?««««! 

which  govern  economic  fif::^'^;:,'jtS-'"""'"r^ 

these  principles  in  the  actual  problems  of  bur   .      '     '^ 
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